THE CRISIS OF FREEDOM

financial degradation in 1783, when it authorized Morris to draw on the credit
of loans from foreign governments while our envoys were still negotiating for
them. Fortunately, Dutch bankers came to the rescue with substantial ad-
vances that tided Congress over for a time.

The trouble was that the Articles failed to give Congress the power to tax,
As early as February 1781, Congress had proposed an amendment authoriz-
ing a 5 per cent federal duty on imports, to pay the interest and principal of
the national debt. Rhode Island withheld its approval and the measure died.
Two years later, when the proposal came up again in modified form, it was
blocked by New York, which derived most of its income from customs duties.
The nationalist Secretary of War Henry Knox exploded: "Every liberal good
man is wishing New York in Hell!"

The case for giving Congress the power to tax was dramatized by the way
the states paid off their own Revolutionary debts, which in 1784 came to about
$21 million. Some states, including Massachusetts, liquidated their debts too
quickly and taxed too heavily, thereby giving a deflationary thrust to an eco-
nomic spiral already moving downward; others, including South Carolina,
which had a huge per capita debt, did nothing to pay it off. Since both Con-
federation and state debts had been acquired in a common cause, there was a
logic in treating them together. Hamilton later pressed this view upon Amer-
ica, but attempts to implement it roused violent factional division.

The weakness of Congress was also reflected in its inability to control ship-
ping, to set tariffs, or in any way to wage commercial warfare on nations that
discriminated against America. The coming of peace had brought a brief busi-
ness boom, followed by a severe and relatively long depression. The pent-up
demand for goods after the war was enormous, but was quickly met by British

THE SETTLEMENT OF
THE WILDERNESS

By the 1780s the U.S. interior was
filling with settlers and reverber-
ating with boundary fights. The
disputed areas (in gray) included
the Erie Triangle, claimed by New
York and Massachusetts before it
went to Pennsylvania; the Western
Reserve, claimed by Connecticut
(it is now in Ohio); and western
North Carolina, whose residents
broke loose, formed the State of
Franklin, and a few years later
voted to return to North Carolina
(the land now lies within Tennes-
see). The principal routes into the
western regions, most of which fol-
lowed Indian trails, are in black.
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